Abstract. China's rapid growth and increased integration with the global economy over the past three decades have significant economic impacts and political implications for Latin America. This paper reviews the debate over whether these impacts have on balance been positive or negative for the region. It argues that those who emphasise the positive economic impacts of China have been over-optimistic and underplay some of the negative impacts associated with Chinese competition in manufacturing and increasing Latin American specialisation in primary products. On the other hand, when focusing on the political dimensions, there has been a tendency to exaggerate both the extent of China's influence in the region and the fears to which this gives rise, particularly among US commentators.
Introduction
China's rapid economic growth and increased openness has been one of the most significant developments in the global economy over the past three decades. This re-emergence of China dates from the late 1970s, when Deng Xiaoping began the process of reform and economic opening. While Latin America entered a decade of economic stagnation in the 1980s, China was starting a period of rapid economic growth. Since 1980 the Chinese economy has grown at almost 10 per cent per annum, and as a result per capita income has increased sevenfold. China is now poised to overtake Japan as the second-largest economy in the world, behind the United States.
As well as experiencing rapid growth, China also became much more integrated with the global economy. Its share of global trade rose from less than 1 per cent in 1980 to around 8 per cent, and in 2009 it became the world's largest exporter ahead of Germany. China's growing trade surplus led to the accumulation of large foreign exchange reserves and to the country Rhys Jenkins is Professor of International Development at the University of East Anglia. Email : r.o.jenkins@uea.ac.uk.
becoming a major purchaser of US treasury bonds. China has also become a major destination for foreign direct investment (FDI), accounting for over 5 per cent of global FDI inflows between 2005 and 2008. 1 Although it is starting from a low base, outward investment from China is growing rapidly and several Chinese companies have become important global players, particularly in the extractive industries.
Although China's rapid growth is not unprecedented, showing similarities with earlier growth episodes in Japan, South Korea and Taiwan, what is different about China is the sheer size of its economy. This means that the increased competitiveness of China and its expanded presence in world markets is having a major impact on both developed and developing countries. It has been estimated that China accounted for 12.8 per cent of world economic growth between 1995 and 2004, and this has been projected to rise to 15.8 per cent for the period 2005-20.
2 With the world recession, China's contribution to global growth has taken on even greater significance.
China's economic rise has also led to it becoming a much more significant player in global politics, as was highlighted by its role in the Copenhagen Conference on Climate Change in December 2009. China has, of course, long had a privileged position as a permanent member of the United Nations Security Council, but in recent years it has become more directly involved in other institutions of global governance such as the G-20, the World Trade Organisation (WTO), the International Monetary Fund and the World Bank. It has also aligned itself with other large emerging economies, forming the so-called BRICs with Brazil, Russia and India.
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The re-emergence of China as a major global power has led to considerable debate over the likely consequences for the rest of the world. Economically, the positive view highlights the major contribution that China has made to the growth of the global economy, particularly with its continued expansion in the aftermath of the credit crunch, which has prevented a more severe global recession. Critics, however, have argued that China, with its large trade surplus, has been a major source of global imbalances and hence has contributed to the instability of the global economy.
There are also debates over the geopolitical implications of China's rise. One view sees China as a threat to the United States' position as the sole superpower after the ending of the Cold War. This challenge to US hegemony is seen as a cause of instability and potential conflict in the future. The official Chinese position, in contrast, emphasises China's ' peaceful rise ' and seeks to downplay any potential conflict.
4 Although many are sceptical about Chinese rhetoric in this regard, this more optimistic view of the political implications of China's global expansion is partly shared by some commentators.
The debate on the economic impact of China on the developing world began at the time of China's accession to the WTO in 2001. Initially, a major focus of attention was the likely effect of Chinese competition on exports from other developing countries to markets in the developed world.
5 More recently, a great deal of attention has been paid to the growing presence of China in Africa.
6 This has focused not only on the economic impacts but also on the political implications of China's relations with states such as Sudan, Angola and Zimbabwe. There is also now a growing literature on the impacts of China on Latin America, although, at least in Europe, this has attracted rather less attention than China's involvement in Africa.
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As is the case with the literature on the global implications of Chinese expansion, there are contrasting views concerning China's impact on the developing world. The optimistic view stresses the significance of the growing Chinese market for exporters in the South and the contribution made by increased Chinese demand for raw materials to the commodity boom after 2002, which benefited many developing countries. It also points to the contribution made by Chinese aid and investment to building infrastructure in developing nations. Economically, the Chinese economy is seen as complementary to those of other developing countries that stand to gain from China's growth. Politically, the optimists see China as offering an alternative to the domination of the old colonial powers in Africa or the There is, however, a more pessimistic view of the impact that China is having on the rest of the developing world. This emphasises the competition between China and other developing economies. China represents a threat to the exports of other Southern exporters of manufactures, while imports from China compete with producers on the domestic market. China's high level of competitiveness in manufactured goods and its booming demand for primary products is tending to push other developing countries back into specialising in commodities, which do not provide the same dynamic benefits as the manufacturing sector. Chinese investment simply serves to reinforce this specialisation, while at the same time other foreign investors divert their investment from other developing countries to China. Politically, the pessimistic view sees China as undermining a trend towards increased democratic governance in the developing world, both through its example of successful economic development under an authoritarian political regime and through its support of repressive governments that violate human rights.
This Commentary examines these debates in the context of China's impact on Latin America. The next section describes the growth of relations between China and the region, and the drivers that have contributed to closer economic and political ties. This is followed by an examination of the main ways in which China has affected the economies of the Latin American countries. A similar discussion of the political implications of the rise of China then follows. The conclusion suggests that the optimists have exaggerated the economic benefits of the growth of China for the region while playing down some of the more problematic aspects of the relationship. On the other hand, in the political sphere it is the pessimists who have been most prone to exaggeration in their claims that China is having a negative impact on the region.
Growing Relations between China and Latin America
Links between China and Latin America really took off from the late 1990s but only began to attract significant global attention with the visit of the Chinese president, Hu Jintao, to several Latin American countries and to the summit of the Asia-Pacific Economic Forum, held in Chile in 2004. It was not until 2008 that the Chinese government issued its first policy paper on Latin America and the Caribbean.
The most striking evidence of China's growing involvement in Latin America is the increased level of bilateral trade (see Figure 1) . Between 1999 and 2008, total trade (exports plus imports) increased almost twelvefold to US$ 150 billion. As Figure 1 shows, Chinese imports from Latin America began to grow rapidly at the end of the 1990s. China's rapid economic growth had, by the late 1990s, outstripped domestic supplies of raw materials, and the country was becoming a net importer of a number of key commodities. China's exports to the region grew steadily during the 1990s, reflecting the country's emergence as a global trading power, but then accelerated rapidly from 2003 onwards, following its accession to the WTO in December 2001.
Trade is the dominant element in the economic relationship between Latin America and China. Although the visit of Hu Jintao to the region in 2004 was accompanied by expectations of large inflows of FDI from China, these never materialised. Chinese FDI flows to Latin America, excluding Caribbean tax havens such as the Cayman Islands and the British Virgin Islands, did increase sixfold between 2005 and 2007, but they accounted for only about 1 per cent of total Chinese FDI outflows and a similar share of total FDI inflows to Latin America.
9 Latin American FDI in China has been 
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Similarly, Chinese aid, in the form of grants or concessionary loans, has not been very significant in Latin America. This is in marked contrast to Africa, where China has become a major donor.
11 However, some of the smaller Latin American and Caribbean countries, including Costa Rica and Grenada, have received Chinese aid as part of China's competition with Taiwan to gain diplomatic recognition.
Closer economic ties with Latin America have been accompanied by stronger political links. China has signed 'strategic partnership agreements ' with Venezuela (2001), Mexico (2003) and Argentina (2004) , in addition to an earlier agreement with Brazil (1993) .
12 Over the past five years the number of countries in the region that recognise the PRC has increased with the establishment of diplomatic relations with Dominica (2004), Grenada (2005) and Costa Rica (2007) ; President Lugo in Paraguay announced after his election that he intended to recognise the PRC as well.
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China is also becoming increasingly involved in multilateral fora in the region. After initial resistance, it was accepted as a member of the InterAmerican Development Bank in 2008. It has also had permanent observer status at the Organization of American States since 2004. China is a member of the Forum for East Asia-Latin America Cooperation, established in 2001, which brings together ministers and officials from 33 countries in the two regions. It has also initiated a series of dialogues with regional organisations such as Mercosur and the Andean Community.
What, then, have been the main drivers of closer links between China and Latin America? The rapid growth of Latin American exports to China from the end of the 1990s was a result of the increased reliance of China on imports of key raw materials to fuel its industrial boom and to meet the changing food consumption patterns that accompanied higher income levels. This is reflected in the composition of the region's exports to China, a large and increasing proportion of which comprise unprocessed primary products such as copper, iron ore, crude oil and soybeans (see Table 1 ). The growth of these exports has been driven by Chinese demand rather than by any initiative from the Latin American side. Growing demand from China drove up the prices of key commodities from the region and provided a new market for exporters. China's interest in diversifying its sources of raw materials, and in securing a stable supply of those materials, led it to expand its imports from Latin America. From the point of view of the region, this was largely a windfall that it had done little to promote.
Chinese growth has relied heavily on exports, with the result that the expansion of foreign markets has been critical for the success of the model. The Chinese government had been seeking to join the WTO since its inception in 1995 and eventually did so in 2001. Following its accession, China was granted most favoured nation treatment by the other WTO member countries, and although a number of Latin American countries insisted on measures to restrict Chinese imports for a transitional period of up to ten years, membership gave China better access to Latin American markets. This was followed by a surge in imports of Chinese-manufactured goods throughout the region.
China's access to Latin American markets has been a source of conflict, particularly in the more industrialised countries of the region. Local manufacturers have complained that they are adversely affected by Chinese competition, and this has led to anti-dumping measures being taken against Chinese goods.
14 The Chinese government, on the other hand, has put pressure on Latin American governments to grant it ' market economy status ' within the WTO, which would make it more difficult to prove dumping Thus, as in the case of Latin American exports to China, the growth of imports from China has also been largely promoted by China, leading to some resistance within the region to the growth of trade between the two countries, at least from some sectors. Where Latin American governments have been particularly keen to develop bilateral relations, in contrast, has been through FDI, particularly investment by Chinese firms in the region. But, as has been noted already, this is the area where local hopes and expectations have not been met, and China is still a long way from becoming a major source of investment in the region.
What Chinese FDI has taken place has been closely tied to the two main economic interests of China in the region : extractive industries, such as oil and mining, and assembly activities, which are a means of obtaining better access to the Latin American market. Examples of the former include the acquisition of Encana's oil and pipeline interests in Ecuador by Sinopec and PetroChina, CNPC's shareholding in PlusPetrol Norte in Peru, and Sinopec's investment in Omimex de Colombia.
17 Market-oriented investments include Gree (air conditioners) and SVA (electronic products) in the Manaus free trade zone in Brazil, and TLC (TVs, air conditioners and electronic products) in Tierra del Fuego in Argentina.
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The development of the relationship between China and Latin America in areas other than the economic field has, in the main, been a result of closer economic relations between the two countries. There is one notable exception, however, which is in relation to Taiwan. Half the countries in the world which continue to recognise Taiwan are in Latin America and the Caribbean. These include Paraguay, the Dominican Republic, Haiti and some 15 In the case of a country which does not have market economy status, a complainant can prove dumping by comparing the prices charged for imports, in this case from China, with production costs in some other country, since costs in a non-market economy are not necessarily a good indication of real cost. When a country is recognised as a market economy, dumping can only be shown to occur when it sells goods at a price below their cost of production. other Caribbean islands, and all the Central American countries apart from Costa Rica. China has consistently sought to isolate Taiwan, although relations between the two have improved somewhat recently. Under the One-China policy, China refuses to have diplomatic relations with countries that recognise Taiwan; both countries thus compete for recognition, particularly from small, less developed nations where it is relatively cheap to obtain the allegiance of the government. 19 This is a major driver of Chinese aid to countries in the region, particularly in Central America and the Caribbean. When China provided aid to build cricket stadiums in several Caribbean countries in the run-up to the 2007 World Cup, both Dominica and Grenada switched recognition from Taiwan to the PRC.
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In summary, then, the growing relations between China and Latin America have been primarily driven by economic factors and have been most significant in the area of trade. The main drivers of these developments have come from the Chinese side, and Latin America has been responding to agendas where China has been in the driving seat.
The Economic Impacts of China's Expansion on Latin America
There has been considerable debate in the literature over whether the impact of China has been predominantly positive or negative for Latin America. There are a number of different ways in which China potentially affects Latin American trade and investment. First, there is the direct impact of the growth of Chinese demand on the region's exports. Second, because of the size of the Chinese economy, it also has an impact on world prices, particularly for primary commodities which Latin America exports to other countries. Third, China's growing exports of manufactured goods compete with Latin American exports in other markets. Fourth, increased imports from China have an impact on Latin American consumers and producers in their domestic markets. Fifth, China is a major destination for FDI from other countries, which may affect FDI flows to Latin America. Finally, China is becoming an increasingly important source of FDI, particularly in developing countries.
Much of the analysis of the implications of China's rise has been framed by a discourse of the ' threats' (or ' challenges') and 'opportunities ' for Latin America. The dominant optimistic view of the impacts of China emphasises the opportunities for the region and tends to minimise the threats.
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The emergence of China as a market has helped generate increased export revenues and improved terms of trade for the region, while the potential negative effects in terms of exports to other countries have been confined to a few countries and industries. Imports from China provide cheap consumer goods and also increase the competitiveness of local producers, who are able to acquire low-cost machinery and parts. China is seen as a potential source of capital to help make up the deficit in terms of investment in infrastructure in the region. There are also opportunities for attracting FDI to the region if Latin American countries can integrate into global production networks with China in the way that some of its Asian neighbours have done.
The pessimistic scenario, in contrast, is that the growing trade links between China and Latin America are reproducing the classic centre-periphery relations which Raúl Prebisch and the Economic Commission for Latin America criticised 50 years ago, with the region becoming increasingly specialised in primary commodity production while the manufacturing sector contracts in the face of increased Chinese competition both at home and abroad. 22 Multinational companies relocate their plants from Latin America to China in order to take advantage of the large-scale production, low-cost labour and competitive exchange rate available there, diverting investment away from the region, while what little investment comes from China simply reinforces specialisation in primary products and creates very limited linkages with the local economy. In this view, the Latin American economies are caught in the middle between low-cost Chinese production and high-tech production in the North, resulting in a shrinking of their development space.
A third perspective stresses the differential effects of China on the South American economies, on the one hand, and Mexico, Central America and the Caribbean, on the other. 23 This view sees the South American economies which have expanded exports of primary commodities to China as major beneficiaries, while Mexico and Central America and the Caribbean, which face competition from Chinese manufactured goods in the US market and have not been major exporters to China, suffer potential negative impacts in terms of both trade and FDI flows. Table 2 summarises the optimistic and pessimistic views of China's various economic impacts on Latin America. The remainder of this section discusses each of these impacts in turn.
Chinese competition in export markets
As was pointed out in the Introduction to this essay, the early studies of the impact of China on other developing countries were prompted by concerns over the effects on those countries' exports of China's entry into the WTO. In the case of Latin America, this has been the most widely studied of the economic effects of China's rise. Most of the early studies were optimistic, concluding that, apart from Mexico, the countries of the region were less threatened by Chinese exports to third markets than were the Asian economies or the transition economies of Eastern Europe, and that the effects were confined to a few manufacturing industries. 24 It was also argued that over time, 'LAC's trade specialization pattern is becoming more complementary to the specialization pattern of China'.
25
However, other authors, using more recent data and different methods, have argued that the impact of China on Latin American exports has been both more severe, in the case of Mexico, and more widespread, in terms of the countries that have been affected, than this optimistic view suggests.
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These studies suggest that China's accession to the WTO in 2001 and the elimination of import quotas for textiles and garments under the WTO Agreement on Textiles and Clothing in 2005 were followed by a significant increase in competition from China in developed country markets.
Using a methodology based on constant market share analysis developed by a Brazilian economist, Jorge Chami Batista, the loss of exports in the US market as a result of the increase in China's market share was estimated for 18 Latin American countries for two periods, 1996-2001 and 2001-6 (see Table 3 ). 27 The results shows clearly that while the impact of China on the region's exports was very limited up to China's accession to the WTO in 2001, after 2001 exports to the United States from the 18 countries were 9 per cent lower than they would have been if China had not increased its share of US imports. Thus the competitive threat from China, far from being restricted to a few countries and diminishing over time, is both widespread and increasingly significant. This is certainly more in line with the perceptions of the private sector in the region than with the optimistic views put forward by the international institutions.
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The debate over the impacts of China on Latin American exports takes nation-states as the key units for analysis and regards the 'threats' as being at the country level. It should be noted, however, that changing trade patterns often result from the strategies of multinational corporations over the allocation of production and do not reflect the outcome of competition between firms based in different countries. peripherals and parts more than trebled from 14.2 per cent to 45.5 per cent, while Mexico's fell by almost half, from 13.9 per cent to 7.5 per cent. 30 This was, to a large extent, the result of several multinational firms, such as IBM, Hewlett-Packard and Selectron, transferring production to China. In these circumstances, where capital is globalised, the main losers from 'Chinese ' competition are the workers who lose their jobs or see their wages and working conditions deteriorating. This reality is obscured by an approach that takes nation-states as its focus.
The example of the PC industry also illustrates the close connection that may exist between competition in export markets and diversion of FDI flows, which have tended to be analysed separately in the existing literature on China and Latin America. When a US multinational takes a strategic decision to relocate certain products or production processes from Mexico to China to supply the US market, this is reflected both in changes to the share of Mexico and China in US imports and in changes to the flows of FDI from the United States to Mexico and China. A global value chain analysis brings out these interconnections in a way that approaches based on trade and investment flows between countries do not.
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Exports to China
The rapid expansion of the Chinese market has made a significant contribution to the growth of Latin America's exports from the late 1990s. The elasticity of Chinese demand for imports from the region was found by Daniel Lederman et al. to be high, indicating a major dynamic boost for the area.
32 China is now one of the top three export markets for a number of Latin American countries.
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It is also worth noting, however, that not all the countries of the region have shared in this export growth. In 2008 China accounted for over 10 per cent of the total exports of seven Latin American countries (Argentina, Brazil, Chile, Costa Rica, Cuba, Peru and Uruguay), but for other countries in the region its significance was relatively minor.
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Some authors have raised concerns over the pattern of specialisation in trade between Latin America and China.
35 Not only have the bulk of exports been of primary products and resource-based manufactures, but their share, particularly of the least processed products, has increased over time (see Table 1 ). A related concern is that exports to China from the region are further concentrated in a narrow range of commodities (copper, iron ore, soybeans) and show little sign of diversifying.
It might be argued that the large share of primary products in Latin American exports to China is simply a reflection of comparative advantage based on factor endowments : Latin America is endowed with natural resources, while China has an abundance of labour. It would be a mistake to think of comparative advantage as a given, however. Like other East Asian countries before it, China has been actively creating a comparative advantage in key sectors.
36 It has used a range of trade and industrial policies to develop certain stages of global value chains within China, which has led to Latin American producers increasingly specialising in the early, low-value-added stages of the chains.
An illustration of this has been the development of the soybean value chain which supplies the growing demand for animal feed and vegetable oil in China.
37 Although Argentina's total exports of soybeans and soybean products to China have increased rapidly since the late 1990s, this growth has been very unevenly distributed, with exports increasing most in the case of unprocessed soybeans while soybean meal exports to China have virtually disappeared. Compared to Argentina's exports to the rest of the world, its exports to China are much more heavily concentrated in the early stages of the value chain. This is explained by the decision of the Chinese authorities in the late 1990s to develop a local oilseed crushing industry. Several promotional measures were implemented to encourage investment in the industry and to increase its competitiveness. A number of modern crushing Evidence from the other major value chains in which Latin America is a significant exporter to China suggests a broadly similar pattern. In iron and steel, Brazil's trade with China shows an increasing specialisation in iron ore and concentrates as China rapidly develops its domestic steel industry ; in copper, refining capacity has expanded in China with Chile exporting ore and cathodes.
38 As in the case of competition in export markets, a detailed analysis of particular value chains can help us to understand better the processes that underlie the observed patterns of trade.
China's impact on commodity prices
Although it is generally recognised that the growth of Chinese demand was an important factor in the commodities boom of 2002-8, the impacts on Latin America have not been analysed in any detail, except to point out that the region's terms of trade improved as a result of higher commodity prices.
39 Given the significance of China's demand for a number of key products which Latin America sells on the world market, the rise in the prices of these commodities is an important channel through which China's growth has affected the region.
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A detailed analysis of 15 commodities that Latin American countries export found that earnings were significantly higher in 2007 as a result of the effect of rapid Chinese growth on global demand. 41 The bulk of these gains came from increased prices for oil and minerals, particularly copper and iron ore. Indeed, it was estimated that, for the region as a whole, these indirect effects were more important in terms of additional foreign exchange earnings than the growth of direct exports to China between 2001 and 2007.
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There are two important implications of this analysis at the level of individual countries. Firstly, countries such as Bolivia, Ecuador, Colombia and Venezuela, which historically exported little to China, nevertheless benefited from the higher world prices for their oil, gas and minerals that resulted from the growth of Chinese demand. Secondly, however, countries which are net importers of oil and minerals were losers as a result of China's impact on commodity prices. Most of the Central American countries and Uruguay found themselves in this position.
43 Since the Central American countries are also among those most affected by competition from China in the US market, this reinforces the view that they have been negatively affected by the growth of China.
The growth of imports from China
Despite the fact that competition from Chinese imports is the most politically sensitive aspect of closer relations as far as a number of Latin American countries are concerned, it has received comparatively little attention in the academic literature. The extremely rapid growth of imports from China since 2003 has given rise to complaints of ' unfair competition' and accusations of dumping from local manufacturers, and, as noted above, has led to some Latin American governments adopting protectionist measures.
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The major concern is that Chinese imports are displacing local production and jobs, but how justified is this fear ? In contrast to the case of exports to China, all the Latin American countries, even those which do not have diplomatic relations with the PRC, have seen China's share in their total imports increase significantly. Because this is a relatively recent phenomenon, however, there has been little empirical analysis of the impact of Chinese imports, and the few studies that have been carried out do not cover the recent surge in imports. 
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It is argued in some quarters that the growth of imports from China has had a positive impact in Latin America, increasing the competitiveness of local manufacturers through cheaper inputs and low-cost machinery and equipment.
47 While it is true that a significant proportion of the region's imports from China are indeed parts and capital goods, there have in fact been no studies to show what impact this has had on Latin American competitiveness.
A further issue that has emerged recently with the growth of imports from China has been the effect on regional integration. The growth of intraregional trade in Latin America has slowed down in recent years. There is also evidence that Brazil, particularly, is facing increased competition from China for its exports to Argentina and other regional markets. 48 This raises the question of how far the growth of imports from China has in fact contributed to the stagnation of the process of integration in the region.
Much of the evidence on the effects of increased imports from China is anecdotal, and this is an area which requires further research. What is clear is that the rapid growth of imports has led to a change in the balance of trade. Whereas China had a trade deficit with Latin America between 2003 and 2005, the recent growth of imports has led to a surplus in its trade with the region. Even countries with significant commodity exports to China, such as Argentina and Brazil, are now in deficit. This has been reflected in a less favourable view among the public of the implications of China's economic growth, particularly in Argentina. 49 
Impacts on foreign direct investment
There are two ways in which Chinese growth potentially affects FDI in Latin America. The first involves Chinese inward investment in the region.
Despite high expectations of significant inflows for a number of years, as indicated above, these have remained relatively low until now and have mainly been driven by the same factors as trade : the acquisition of raw materials and access to the Latin American market for Chinese exports.
A more interesting question is that of the impact that the growth of China has had on FDI flows from other countries to Latin America. The main concern here has been the potential diversion of FDI from the region as a result of the increased attractiveness of China as a destination for foreign firms.
50 Similar worries were voiced in Asia, particularly in the Association of Southeast Asian Nations (ASEAN) countries, at the time of China's accession to the WTO.
51 Subsequent studies have failed to find evidence of significant diversion of FDI from other Asian countries to China, however, and several have even found a positive relationship between FDI flows to China and to some of its neighbours.
52 This is generally interpreted as reflecting a complementarity between China and other Asian economies arising from their integration into regional or international production networks.
In Latin America, the prima facie case that the growth of China has led to a diversion of FDI is based on the observation that inflows to China grew rapidly in the 1990s while investment in Latin America and the Caribbean lagged behind. Cravino et al. point out, however, that the lag was mainly during the period between 1990 and 1997, and that since then Latin America has performed rather well relative to China in attracting FDI.
53
In any case, any such correlation does not necessarily indicate a causal relationship.
Several empirical studies have attempted to test the FDI diversion thesis for Latin America more systematically, but with mixed results. Some 50 Gabriel Correra López and Juan González García, ' La inversión extranjera directa : China como competidor y socio estratégico', Nueva Sociedad, no. 203 (2006) find that FDI in China had a negative impact on FDI in Latin America, particularly in Mexico, while others find no discernable effect. 54 Only one study finds a positive relationship between FDI in China and in Latin America.
55 It is difficult to argue that this study reflects the integration of Latin America into global production networks involving China, however, particularly since there was no positive relationship when the relationship between investment in China and in Latin America was tested using data on US manufacturing FDI in the two regions.
These studies differ in terms of their methodology, time period and countries covered, making it difficult to compare their results. They all involve a relatively high level of aggregation which may hide significant impacts on individual countries or sectors. This suggests a need for further work on this issue, particularly case studies of countries and sectors where diversion is most likely to take place.
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Political Implications of China's Economic Expansion
There is little doubt that the economic links between China and Latin America will continue to grow as China becomes an even more significant actor in the global economy. What, then, are the likely political implications of this for the region ? will China's influence strengthen the role of the state in Latin America's economies and lead to a shift away from neoliberalism in the region ?
China's challenge to the hegemony of the United States
The Right in the United States sees China's growing involvement in Latin America as a significant threat. Congressman Dan Burton, in a statement at a hearing before the House of Representatives' Subcommittee on the Western Hemisphere, stated :
I am very concerned with the rise of influence China is pursuing in our Hemisphere and I believe it is important that the United States grasps the economic, social and national security implications of a Latin America under the thumb of China. Once China is able to move in and expand control, it will be difficult to turn the tide.
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Much US political analysis from a ' realist' perspective shares this deep suspicion of Chinese motives, seeing Chinese expansion as part of a geopolitical strategy to develop a multipolar international system in place of one that is dominated by a single superpower. 58 As June Teufel Dreyer comments:
Markets and raw materials are only part of the attraction that Latin America holds for Beijing _ The larger and arguably more important motivation of Beijing's strategy is geopolitical, not economic.
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Stephen Johnson and Evan Ellis identify competition with the United States as one of the key areas of interest for China in expanding its involvement in Latin America, along with economic interests and isolating Taiwan. 60 Ellis also highlights the ways in which the growing presence of China is increasing the constraints on US operations in Latin America.
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seen as challenging the United States in the region. 63 Indeed, China recognises that the United States considers Latin America to be its backyard.
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Despite the rapid growth of trade between China and Latin America over the past decade, the United States and European Union remain more important trading partners for the region than China. For Latin America as a whole, trade with the United States is four times as important as trade with China, while trade with the EU is more than 50 per cent greater than that with China. 65 As was shown earlier, China is even less significant in terms of FDI to Latin America ; investment from the OECD countries accounts for the bulk of inflows to the region. Unlike the situation in aid-dependent African countries, there are limited opportunities in Latin America for China to increase its influence through grants and concessionary loans, except in the case of some of the small Central American and Caribbean countries. In those cases, however, China's main objective has been to get countries to switch diplomatic recognition from Taiwan to the PRC, rather than to undermine US hegemony.
China's main objectives in Latin America are to obtain secure sources of raw materials and market access for its manufactured goods. It therefore has an interest in continuing economic and political stability in the region, and would not want to undermine this through a confrontation with the United States. Populist nationalism in Latin America, although historically directed against the United States, could also adversely affect Chinese interests in the region. The Chinese ambassador to Ecuador, for example, expressed concerns over the implications for his country's oil interests of institutional uncertainties created by the revision of the country's constitution and bilateral investment agreements.
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Another factor that influences China's policy towards the region is a recognition that its relationship with the United States is much more important to it than its relations with Latin America or any individual Latin American country, both economically and politically. 67 As a result, China's policy towards the region has been pragmatic rather than ideological. Far from allying itself strategically with left-wing or populist governments in the region, the Chinese government has consistently tried to maintain good relations with both right-wing military regimes in the past and democratically elected governments of different political hues more recently. China has not been keen to be identified closely with the anti-US rhetoric adopted by President Chávez in Venezuela and has given more attention to its relations with countries with which it has important economic links, such as Brazil, Argentina and Chile. It also recognises the value of developing relationships with countries that will last in the longer term, and not being too closely associated with a particular regime which may not remain in power.
Greater autonomy in Latin America
What is seen as a threat from the US side may be regarded in Latin America as an opportunity to reduce dependence on the United States. There is, therefore, a parallel debate within Latin America over whether or not the presence of China gives greater autonomy and space for negotiation to the countries of the region. Sergio Cesarín and Martín Pérez Le-Fort see China's increasing global influence and its strategy of promoting multipolarity and multilateralism as an opportunity to counterbalance US power in the region.
68 In contrast, Rafael Fernández de Castro and Laura Díaz Leal describe the belief that China can be a counterweight to the United States in Latin America, and especially in Mexico, as a ' false illusion'.
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China at present has neither the economic nor the military capacity to challenge US hegemony in the western hemisphere, nor is it in its interests to do so. This does not, however, mean that the growth of China does not provide a degree of increased autonomy for governments in Latin America. One example of this was the conflict over the American Service-Members' Protection Act, which required the suspension of military aid and training for countries that refused to agree not to prosecute US military personnel for war crimes. Fear that this would lead the countries affected to increase military cooperation with China led the US administration to re-authorise military training programmes for 11 Latin American and Caribbean countries in 2006.
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The diversification of economic links which the growth of China has made possible has, to some extent, reduced the Latin America's dependence on the United States, but this should not be exaggerated since, as was pointed out above, the United States remains far more important economically to the region than China. Indeed, for some countries it could be argued that the growth of China has led to increased dependence on the United States. This is most clearly the case in the Dominican Republic and the Central American countries, where one of the arguments put forward for signing the DR-CAFTA agreement with the United States was the threat posed by Chinese competition in the US market. 71 Thus, paradoxically, the rise of China contributed to an agreement which ties the countries involved more closely to the United States.
A threat to democracy ?
Some of those who believe that the rise of China is a threat to US geopolitical interests in Latin America also argue that China's growing influence is undermining democracy and free market policies in the region :
The Chinese model suggests that a society can lift itself out of poverty using a model of growth that is not necessarily democratic. Although many elements of the Chinese development model are not applicable to the Latin American case, the model sends out the message that discipline, not democracy, is the key to development and prosperity.
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This interpretation sees China's increasing involvement in Latin America as potentially undermining US efforts to promote political reform, human rights and free trade in the region, and as providing ideological support to anti-US, anti-democratic and anti-free market leaders in countries such as Ecuador and Nicaragua. 73 Others dispute the claim that the success of China is undermining support for democracy in Latin America, arguing that China's internal political model is not particularly attractive to the region and that support for democracy remains strong there.
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There is little evidence to support the claim that Chinese involvement is undermining democracy in the region. Although it may be necessary to take China's claims of non-interference in the internal affairs of other countries with a pinch of salt, as argued above, China has adopted a pragmatic approach and has been prepared to do business with a variety of political regimes. The fact that concerns about the anti-democratic impacts of China's presence are voiced particularly vehemently by sections of the political Right in the United State, which has in the past supported authoritarian regimes in the region, merely reinforces scepticism over these claims.
An alternative economic model?
China's economic model, with its emphasis on a strategic role for the state, is seen by a number of authors as offering important lessons for the region. 75 As Alex Fernández-Gilberto and Barbara Hogenboom argue, ' China's rise shows developing countries that there are viable alternatives to the Washington Consensus '. 76 Although China liberalised its economy, the policies adopted were endogenously driven rather than being imposed externally, as was the case with the Washington Consensus in Latin America. As a result, the Chinese state was able to regulate and control the process of globalisation of the Chinese economy. In Latin America, conversely, extensive liberalisation, deregulation and privatisation of the economy reduced the ability of the state to exercise significant control over it.
The impact of China on development strategy in Latin America is contradictory. In objective terms, China's rise has intensified the trend towards increased reliance on exports of primary products, the threat to domestic manufacturing and the narrowing of the 'development space' for the region which began with the neoliberal reforms of the 1980s. 77 Ideologically, however, increased awareness of China's success and the poor economic performance of most Latin American countries that took up the policy recommendations of the Washington Consensus have reopened the debate over development strategy in the region. There has been growing talk of the ' Beijing Consensus', although its precise content remains unclear. 79 During the Brazilian presidential elections of 2006, both President Lula and Geraldo Alckmin, the Social Democratic Party candidate, indicated that they were impressed with certain aspects of the Chinese development model.
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The lessons drawn from China in many ways parallel those from previous industrialisers in East Asia, namely the need to use strategic government intervention to develop national technological capabilities and the need for investment to expand domestic knowledge-based assets. 81 While policies should be country-and context-specific, governments need to play an active role in shaping strategic priorities aimed at moving up the value chain.
82 In effect, the Chinese experience is a further vindication of the ' developmental state ' as a key to economic transformation.
Conclusions
Over the past three decades, China's re-emergence as a world power, rapid economic growth and integration with the global economy have been dramatic. Over the last decade this has started to impact on Latin America in a number of ways. The main driver of China's involvement in Latin America has been economic, reflected in the rapid growth of trade links. Until now FDI flows have lagged a long way behind trade, although they are likely to increase in the future. Closer political relations with China have in the main resulted from growing economic links, apart from the issue of Taiwan, where political concerns have driven economic relations.
This Commentary has reviewed the debate over the implications of China's growing global influence for Latin America. In terms of economic impacts, the view that China has been an ' angel' for Latin America is proving over-optimistic, and the concerns raised by the critics are real. Although some countries and some sectors in the region have benefited in the short and medium term from the booming Chinese demand for primary products, these benefits have not extended to all the countries of the region or necessarily been widely distributed within those countries where they have been attained. The concern that the growth of China is reinforcing specialisation in primary production which may be detrimental for long-term growth prospects is real, implying that the Latin American countries need to upgrade and diversify their exports to China. This paper has also shown that the optimistic view that plays down the negative impacts of Chinese competition on Latin American exports is not supported by the evidence for the period since China joined the WTO. More countries and more sectors in the region have been negatively affected than is commonly admitted in the academic literature. Despite the rapid growth of imports from China over the last few years, there has been relatively little research on the impacts of Chinese competition in the domestic market so far, although it has been a cause of political tensions between some Latin American countries and China. This is a key area requiring further research.
The low level of Chinese FDI until now has meant that its impact on Latin America has been limited, although as it increases in the future, the implications are likely to become an important area for research. More attention has been given to the impact of China on investment from other countries coming to Latin America, particularly in relation to the possibility of diversion from the region. The results of these studies have been mixed, but they have all been highly aggregated. A more fruitful approach for future research is likely to be case studies of particular value chains which investigate the ways in which leading firms have restructured their global operations and supply lines.
As argued earlier, China's political engagement with Latin America has been mainly driven by its economic interests. China has neither the desire nor the capacity to challenge US hegemony in the region, as some US politicians and commentators fear. While it is true that the emergence of China has enabled some Latin American countries to reduce their dependence on the United States, giving them slightly more room for manoeuvre, in other cases, most notably the DR-CAFTA countries, it has contributed to them becoming even more closely tied to the United States through the free trade agreement.
There is little evidence to support the claims that China is undermining democracy in Latin America, either through its support for undemocratic regimes or through its example as a successful model of economic development under an authoritarian regime. There is more evidence that some elements of the Chinese economic model are seen as attractive by some Latin American governments as an alternative to the Washington Consensus. This falls a long way short of adoption of any ' Beijing Consensus ', however, and should be seen simply as a new example of a more activist role for the state, which has been called for by neostructuralists in Latin America.
Much of the debate on the impacts of China on Latin America has focused on the region as a whole. Some authors, however, have drawn a distinction between the South American countries, which have been the main beneficiaries economically, and Mexico and Central America and the Caribbean, where the negative impacts have been concentrated. This is a valuable corrective to some of the over-generalised claims often made about the impacts of China, but does not give a complete picture. Indeed, it tends to emphasise the difference between countries exporting primary commodities, which are seen as winners, and exporters of manufactures, who are the main losers. As already indicated, exporters of primary products may not benefit in the long term from the resulting specialisation. Furthermore, this view ignores completely the impact of Chinese competition in the domestic markets of the countries concerned. A more complete picture will only emerge with in-depth analysis of individual countries which takes into account all the different channels through which China affects their economies.
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The debate on the impacts of China has also tended to give relatively little attention to the potential effects within countries, but there are clearly winners and losers within each country. The winners have been mainly large mining conglomerates (both state-owned and privately owned), commercial farmers and large-scale agribusiness. In many cases, where capital is internationally mobile, the main losers are likely to be industrial workers facing pressure from lower wages in China. Locally owned firms in the manufacturing sector may also be losers as they find their profit margins squeezed in domestic, regional and international markets as a result of Chinese competition. These differential impacts within countries also have political implications. Different interests adopt different positions vis-à-vis China and are active in domestic political debates. 84 The impacts of China on different groups within countries and the political implications of the domestic alliances formed around these issues are important areas for future research.
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